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KEY ECONOMIC INDICATOR: 


All values in million U.S.$ 
unless otherwise indicated 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 1/ 
Employment (no. persons employed) 2/ 
Tourists (year) (no. persons) 3/ 
Regular Visitors (year) (no.persons) 
Cruise Passengers (year) (no.persons) 
Registered Accommodation for Visitors 
(number of beds) 
Rate of Occupancy 
Estimated Value of Tourist Trade (year) 
Government Expenditures (fiscal year) 4/ 


MONEY AND PRICES 


Money Supply 5/ 

Public Debt Outstanding 6/ 
External Debt 

Retail Price Index 7/ 
(Jan.1961=100) 


BALANCE OF TRADE 8/ 


Gold and Foreign Exchange Reserves 9/ 
Balance of Trade 10/ 
Exports FOB 
U.S. Share 
Imports FOB 
U.S. Share 


See next page for footnotes. 





‘OR: BERMUDA (EXHIBIT 1) 


Exchange Rate 
U.S.$1.00=B.$1.00 


Cc D 
Cumulative |% Change 


$235 

24,855 
531,568 
421,221 
110,347 


9,047 
73.5% 
$144.0 
$62.19 


$262 

25,200 
511,385 
411,783 

99,602 


8,955 
70.4% 
$155.4 
$62.44 


1976 


N/A 

25,500 
321,137 
267,900 

53,237 


8,946 
N/A 
N/A 

$69.46 


1975-1976 








FOOTNOTES 


Bermuda's GNP was last formally calculated for 1971 
and 1972, by an American consulting firm employed by 
local business groups. GNP calculated for 1971 and 
1972 is listed in columns A and B, respectively and 
the measured growth of nominal GNP between these years 
is listed in column D. 


GNP for more recent years can only be estimated. Accord- 
ing to a local government economist, sample income data 
(salaries and wages) for 1974 constructed from Bermuda's 
Consumer Expenditure Survey indicates that total salaries 
and wages in that year were in the neighborhood of $210 
million. This suggests that GNP would have been in 
excess of $300 million in 1974; if earlier relationships 
between employee compensation, national income and GNP 

had been maintained, Bermuda's GNP in 1974 would be in 

the $300-$350 million range. This indicates that per 
capita income in Bermuda continues to approach U.S. levels. 
There has been no more recent attempt to estimate Bermuda's 
GNP. 


As the latest official statistics for the colony's labor 
force were collected during the population census of 1970 
and the economic census of 1971, the estimates listed for 
1974, 1975 and 1976 are based on records of persons employ- 
ed full time who contributed to Bermuda's compulsory social 
security scheme during August of these years. These 
figures are considered a close approximation of the island's 
full-time labor force. Other estimates of the size of 

the local labor force vary somewhat, and usually include 
some part-time workers or double counting of persons holding 
more than one ostensibly full-time job. A recent press 
account quoted the colony's Minister of Labor and Immigration 
as estimating the local work force at 27,000 persons, of 
whom 8,000 were non-Bermudians. 


Unemployment is a sensitive political and social issue in 
Bermuda and no official unemployment statistics are kept. 
The same recent newpaper story quoted the Minister as 
estimating current unemployment in Bermuda at two per cent 
of the labor force, a figure temporarily inflated by 
students looking for vacation jobs, "you're more or less 
talking about 1.5 per cent unemployed". The Minister went 
on to point out that prior to 1974, "we had more jobs than 
people". 





Percentages of tourists from the U.S. 


1974 1975 1976 


Total 89.64% 88.3% 88.5% 
"Regular Visitors" 87.42% 86.8% 86.8% 


Government of Bermuda fiscal years (April 1 - March 31 
of the following year). 1974 figure represents actual 
expenditures that fiscal year. 1975 figure is expend- 
iture approved by Parliament. 1976 figure is budget 
request submitted to and approved by Parliament. 


Official figures of local money supply published by 

the Bermuda Monetary Authority, the colony's embryo 
central bank. Money supply locally defined as "Bermuda 
dollar demand, time and savings deposits of local banks 
and deposits at licensed deposit companies". This 
figure was first calculated when data for local licensed 
deposit companies became available, during the quarter 
ending March 31, 1975. This figure is listed as the 
best available approximation of 1974 money supply. 1975 
money supply figure is for quarter ending December 31, 
1975. 


These figures do not include American dollar currency 
or bank accounts. Several million American dollars 
circulate at par here, constituting a major component 
of the colony's money supply. 


Figures are for April 1 of each year. 


Figures are for June of each year. 


Balance of payments data collected by the Bermuda 
Monetary Authority is not published, due in part to 
difficulties in gathering reliable statistics. This 
necessitates a large measure of guesswork in present 
calculations. Though only an approximation, available 
data indicates that Bermuda's overall balance of payments 
for 1975 showed a healthy surplus, as tourism and other 
"invisible" receipts remained strong while merchandise 
imports fell. According to a recent press statement 
by the colony's Minister of Finance, this favorable 
payments balance has continued through the first half 
of 1976. 





Foreign exchange reserves of the Bermuda Monetary 
Authority. A portion of these reserves would be made 
available to maintain essential imports in an emergency 
but the foreign exchange holdings of the four local 
banks, which far exceed official reserves, constitute the 
main backing for Bermuda's import requirements. 


Balance of trade and exports data for 1975 cannot be 
given, due to significant gaps in available customs 
statistics at the time this report was prepared. 








CHANGE IN U.S. SHARE OF BERMI 


Breakdown by SIC 2-figure Code 1/ 

1973= Calendar Year 1973 

1975= Calendar Year 1975 

All values in Million U.S.S$. Rate of excl 


ITEMS IMPORTED 


ITEM 
MAJOR SIC 
CODE IM 
— FR 
FOOD 20 x 
TEXTILES & CLOTHING 23 
MACHINERY, ELECTRICAL, 

AND RELATED PRODUCTS 36 
MACHINERY 33 
CHEMICALS 28 
METAL MANUFACTURES 34 
TRANSPORT EQUIPMENT a 
PAPER & PAPER PRODUCTS 26 
MISC.MANUFACTURES 39 
FURNITURE 25 
WOOD & WOOD PRODUCTS 24 
INSTRUMENTS 38 
NON-METALLIC MINERALS 

AND PRODUCTS 32 
PETROLEUM & PETROLEUM 

PRODUCTS 29 
ALL OTHERS = 
TOTALS : 5 


SOURCES: GOB Reports of Imports & Exports 


SRMUDA MARKET, 1973-1975 (EXHIBIT 2) 


>xchange: U.S.$1.00 = B.$1.00 


[TED FROM U.S. 





1973 
VALUE U.S.% 
IMPORTS TOTAL FROM OF TOTAL 
FROM U.S. ALL COUNTRIES IMPORTS 
14.88 28.60 52% 
6.12 14.85 41% 
4.08 8.74 47% 
4.77 6.90 69% 
4.79 7.96 60% 
2.53 4.59 55% 
1.75 8.24 21% 
2.00 3.25 62% 
2.29 4.94 46% 
1.70 3.26 52% 
1.43 2.58 55% 
2.16 3.63 60% 
86 3.82 23% 
12 7.06 2. 78 
5.86 14.53 403% 
55.34 122.94 45.01% 





rts for 1973 and 1975 





CHANGE IN U.S. SHARE OF BERMUDA M 


All values in Million U.S.S. Rate 


ITEMS IMPORTE 





ITEM MAJOR SIC 
CODE IMP 
FROM 
FOOD 20 21. 
TEXTILES & CLOTHING 23 6. 
MACHINERY, ELECTRICAL, 

AND RELATED PRODUCTS 36 4. 
MACHINERY 35 4. 
CHEMICALS 28 6. 
METAL MANUFACTURES 34 3. 
TRANSPORT EQUIPMENT 37 :. 
PAPER & PAPER PRODUCTS 26 2. 
MISC. MANUFACTURES 39 3. 
FURNITURE 25 i. 
WOOD & WOOD PRODUCTS 24 : 
INSTRUMENTS 38 ee 
NON-METALLIC MINERALS 

AND PRODUCTS 32 ‘ 
PETROLEUM & PETROLEUM 

PRODUCTS 29 ‘ 
ALL OTHERS - 8. 


TOTALS : 67. 





A MARKET, 1973-1975 (EXHIBIT 2) 


ate of exchange : U.S.$1.00 = B.$1.00 


RTED FROM U.S. 


1975 
VALUE U.S.% 
IMPORTS ‘TOTAL FROM OF TOTAL 
ROM U.S. ALL COUNTRIES IMPORTS 
21.02 34.21 61.48 
6.78 15.34 44.2% 
4.55 9.75 46.6% 
4.31 6.39 67.4% 
6.51 12.89 50.4 4 
2.19 3.86 56.7% ! 
1.98 7.34 26.9% 
2.93 4.18 70.0% 
+43 6.06 51.6% 
1.45 2.61 55.6% 
81 1.25 69.6% 
1.81 3.26 55.53% 
.99 4.93 20.13 
.24 11.83 023 
8.9 17.6 50.5% 


ED 


67.6 141.5 47.8% 





Bermuda suffered mildly from the recessionary conditions 
which gripped her major tourist market last year, but this 
island economy has now confidently resumed its customary 
steady economic growth. Tourism continues to make the 
Single largest contribution to the local economy, with 
American visitors (451,891 in 1975) predominant. Both 
visitor totals and hotel occupancy rates, key indicators 

of the profitability of this bellwether industry, are up 
Significantly this year. Construction activity, in steady 
decline here since the early 1970s, appears to have bottomed 
out, with strong prospects for gradual but steady improve- 
ment in the future. Bermuda continues to enjoy a stable 
political and social environment and offer a small but 
affluent market, with the United States still the preferred 
supplier for foodstuffs, consumer goods and light capital 
equipment. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Bermudian businessmen must look back over the past year 
and wonder whether to mark it "bad" by comparison with 
other recent years or "good" by comparison with what other 
countries went through. In 1975, tourist spending (the 
mainstay of the local economy) increased, but retail sales 
and merchandise imports fell (cargo tonnage crossing local 
docks dropped 20 per cent last year) while unemployment 
was recorded virtually for the first time since the 1930s, 
though still restricted to rates most other nations would 
find enviable. There are now encouraging signs of a 
recovery in economic confidence. © Preliminary customs 
statistics indicate that thus far in 1976, imports are 
expanding in virtually every category except major capital 
items, providing solid evidence that local merchants are 
now rebuilding their stocks. 


Tourism is the bellwether of Bermuda's economy, accounting 
for some 67 per cent of the colony's GNP. Visitor totals 
fell slightly in 1975 from 1974's record pace, but revival 


of this key industry is now readily apparent. The Govern- 
ment Department of Tourism has called for an 11.4 per cent 
increase in visitors this year, a prediction based not on 

the gain actually expected but rather on the increase needed 

to return Bermuda's tourist industry to its normal 6 per cent 
annual growth path. Even this ambitious target is now 
regarded as within reach; visitor totals through July weie 

up 10.2 per cent over 1975, while advance bookings indicate 
that the outlook for the balance of this year continues highly 
favorable. A well-placed local tourism official cautions that, 
in the future, yearly visitor gains will probably slow to 3 

to 5 per cent, due to saturation of available industry capacity. 
Similarly, it will be difficult to raise the average occupancy 
rates of Bermuda's hotels much above 75 per cent,as the highly 
seasonal nature of the colony's tourist trade requires that 

all hotels must be virtually fully booked during the March to 
October peak season to allow a 75 per cent average occupancy 
rate for the year. Looming difficulties in future tourism 
performance due to capacity shortages could well cause an early 
review of the present government moratorium on further hotel 
construction. 


International business makes a contribution to Bermuda's 
economy second only to tourism. The number of "exempted" 
companies (incorporated in Bermuda but doing business elsewhere) 
continues to grow at a healthy pace; some 3,400 exempted comp- 
anies, exempted partnerships and "non-resident corporate bodies" 





(firms incorporated elsewhere, usually in another tax haven, 
but operating here similarly to local exempted companies) 
are currently active. A majority are U.S.-owned. A 1971 
survey estimated that international business accounted for 
13 per cent of Bermuda's GNP and directly employed six per 
cent of the full-time labor force; more recent calculations 
tend to confirm the continued validity of this estimate. 

In addition, international companies contribute to Bermuda's 
overall welfare in the form of capital investment, balance 
of payments benefits and by upgrading the skills of the local 
work force. A 1975 U.S. tax law change relating to foreign 
subsidiaries of U.S. multinational companies has thus far 
had little measurable effect on Bermuda's international 
company "industry". However, as much of ‘Bermuda's inter- 
national business is attracted by the colony's tax-free 
status and relaxed regulatory climate, the future growth of 
this segment of the local economy is highly dependent upon 
the forbearance of home-country legislators. 


Construction activity, once counted upon to take up a portion 

of the slack created by 1975's tourism downturn, has remained 
stagnant. A heavy schedule of major construction projects 
expected during 1975 and 1976 has largely failed to materialize, 
slashing building totals five per cent below predicted levels 

in 1975 and 15 per cent this year. Future prospects for 
revival of the long-depressed local building industry are 
improving, however. According to a key local planning official, 
building permit applications in 1976 are running at "normal" 
(pre-1975) levels and "several" major (by Bermuda standards) 
construction projects have recently received zoning permission. 
The Government Housing Corporation plans to finance $10 million 
in residential construction over the remainder of this decade 
and a local mortgage banking firm recently announced plans to 
finance a further $5 million worth of new housing. The 

Bermuda government plans to begin three major building projects, 
with a combined cost of some $20 million, in the foreseeable 
future. Commencement of these projects has been delayed thus 
far by environmental protests and by the necessity for obtaining 
appropriate financing, as the total cost of these projects equals 
nearly a third of the annual government budget. Commencement 
of these government projects in the next few’years, together 
with a possible easing of the hotel construction moratorium to- 
ward the end of this decade will probably insure that building 
activity will be restored to, and maintained at, a high level 

in coming years. However, a return to the boom conditions 

of the early 1970s is neither foreseen nor desired here. 


Government expenditures, particularly for increased social 
services, have risen steadily since Bermuda gained full internal 





self-government in 1968. The rise in government spending 

has reached a point in recent years that has threatened to 
outstrip traditional sources of revenue, making attainment 

of Bermuda's traditional balanced budget increasingly diff- 
icult. The government has rejected, for the time being, 
introduction of such major non-traditional fiscal alternatives 
as an income tax, favoring such strategies as postponing most 
capital expenditures instead. Bermuda's ship registry, 
established to attract international shipping companies (many 
currently maintain local exempted company affiliates) to use 
Bermudian registry as a flag of convenience, has not yet 
emerged as a major revenue source. Negotiations toward 
adjustment of British regulations which have prevented full 
operation of the local ship registry thus far have proved far 
more difficult and complex than the Bermuda government once 
expected. This year's budget has allowed the first real 
boost in local government spending since 1974. In the future, 
the government can be expected to pursue a more active fiscal 
policy, emphasizing an increase in capital investment designed 
to stimulate the lagging construction industry and eliminate 
the colony's small but annoying unemployment problem. 


A particularly encouraging aspect of the local economic picture 
over the past year has been Bermuda's highly successful fight 
against inflation. The Government Retail Price Index, heavily 
weighted (40 per cent) by food items, increased by less than 
one per cent between December 1974 and December 1975. This 
happy result was aided by fortunate timing: prices of some food 
items fell during 1975, while devaluation of the currencies of 
important trading partners (sterling, the New Zealand dollar) 
eased the prices of many imported goods. The local inflation 
rate has continued its moderate climb in recent months, rising 
only 1.4 per cent between December 1975 and June of this year. 
Government economists, who would once have gladly settled for 

a local inflation rate 150 per cent of U.S. levels, now predict 
Bermuda's prices will rise about three per cent during 1976, 

or roughly half the expected American inflation rate. 





IMPLICATIONS FOR THE UNITED STATES 


In one reflection of the local recession, Bermuda's imports 
fell $8.3 million, or five per cent in 1975. While our 
exports to Bermuda also declined slightly (to $67.6 million), 
the American share of the Bermuda market rose to 47.8 per cent, 
the highest level in years. Bermuda's other major trading 
partners, Britain and Canada, also boosted their market shares 
last year; the joint market share of the colony's three major 
suppliers climbed to 73 per cent from 67.9 per cent in 1974. 


Local merchants reacted to declining retail sales last year 

by cutting their inventories virtually across the board. 

Table 2 illustrates that Bermuda's total imports in several 
categories (machinery, metal manufactures, transport equipment, 
furniture, wood and wood products and instruments) were lower 
last year than in 1973 (the last year this comparison was made). 
On the other hand, this table also shows that American exporters 
were able to maintain, and in some cases improve, their market 
shares in virtually every category. Judging by this strong 
performance in the adverse economic climate of 1975, American 
products can expect substantial benefit from the wholesale 
inventory restocking now underway here. 


There has been no attempt to measure total U.S. investment 

here but it is unquestionably substantial. Bermuda's Companies 
Act of 1923 requires that Bermudians have an ownership share 

of at least 60 per cent in any firm doing business in these 
islands. Exceptions to this requirement are occasionally 
granted for enterprises requiring substantial capital invest- 
ment, such as major hotels. Restrictions on foreign invest- 
ment in local businesses have channeled much of it into tourism 
infrastructure and residential property. Americans own outright 
or have substantial equity participation in seven local hotels, 
including five of the largest in Bermuda. The Bermuda Monetary 
Authority estimates that 75 per cent of the annual investment 
inflow (totalling $55.2 million since 1972) comes from the 

U.S. Bermuda's business and political leaders continue to 
welcome foreign investment compatible with traditional local 
practice. 


An outstanding characteristic of the Bermuda market is the 

breadth of local demand for American products, illustrated by 
Table 2. Bermuda offers full and complete facilities for the 
marketing of virtually every type of product and with adequate 
effort any firm with something new to offer can find a market 
here. Advertising and television campaigns appear to be the 





most useful means toward expanding consumer product sales 

in Bermuda. Bermudians enjoy per capita incomes at American 
levels, while local merchants are among the most sophisticated 
in the Hemisphere, with thorough knowledge of the business of 
international trade. There exists in Bermuda a unique mixture 
of demand for best value for money together with a high degree 
of brand loyalty. Many commercial relationships, once establish- 
ed, will continue for generations. However, it should be kept 
in mind that foreign businessmen must cultivate their Bermuda 
customers carefully to keep them. In sum, Bermuda by virtue 
of its size can never be a volume export market but does offer 
American businessmen a broad, affluent and sophisticated 
market forced by geography and lack of industrial resources to 
import virtually everything consumed here. 
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